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Money for the Busy Season 

A Y E A R ago today, India, joined the ranks of countries which had 
rediscovered the classical weapons of monetary and credit con

t rol . On November 15, 1951, the Bank Rate was raised from 3 to 
3½ per cent; and the Reserve Bank announced that it would refrain 
from buying Government paper to meet the seasonal requirements of 
the banking system. The normal practice for the Reserve Bank thence
forward was to he one of lending against paper specified in Section 
17(4.) (a) of the Reserve Bank of Ind ia Act . Following developments 
elsewhere in the wor ld , it was decided that the time had come to 
make increasing use of monetary measures in the fight against inflation. 

M u c h lias happened in the interval, and the ' new ' monetary 
policy has contributed to the change in economic climate. Rates of 
interest have been adjusted upwards, money supply wi th the public 
has contracted, prices have come down, and there is a general feeling 
that the worst of inflation is past. There w i l l , of course, always be a 
difference of opinion about the extent to which changes other than 
those in interest rates and money supply could be directly at tr ibuted 
to monetary restriction. For, the precipitate pricefall in February-
March this year was not a l i t t le clue to international factors, and to 
improvement in domestic availabilities of goods through higher produc
tion and import surplus. Granted all that, it must be recognised that 
the effective, check on monetary and credit expansion in the busy season 
did contribute its mite to the price debacle. Between "October 1951 
and A p r i l 1952, covering the busy season, money supply increased by 
less than Rs 9 crores, as against an increase of Rs 216 crores in the 
previous busy season [which incidentally was of a longer dura t ion) . 
Even allowing for the fact that contraction of bank credit in the 1951 
slack season was less than it should have- been, there is not doubt that 
monetary stringency was a factor of importance in the early months 
of the year. Though the Reserve Bank resumed support, to 3 per cent 
Conversion Loan in December 1951, and introduced its bi l l market 
scheme in January this year, money was tighter than it had been for 
a long-t ime. 

The hue and cry raised in the early months of this year about a 
payments crisis has to some "'extent abated. Prices have not, as was 
feared at one time, gone tumbling down, but have recovered substan
tially from the March levels. Nor have we done badly in regard to 
balance of payments. Despite the contraction of money supply natural 
in the slack season, conditions in the money market are not too hard. 
In point of fact, there are several factors which indicate a position of 
comparatively easy money. Cal l money rates in Bombay which were 
at 15/8per cent on October 24, have come down to 7/8 per cent; call 
money rates in Calcutta also have registered a decl ine ' in recent weeks 
(though the rate as on November 7 was much higher than the ½ per 
cent for November 9, 1951). Obviously, the exchange banks' demand 
for call loans has slackened and the banks have had to invest in 
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